IN 1972, prasticelly oll industries in
the private monfaym businass sector
experienced large outpuit pains and n
slowdown in the rates of increase in
, umit coats, end profit margins.
TFotal real GNP ineransed 6.4 percent,
bui the ineresse for privata nonfarm
business was 7.7 percend, reflacting sub-
stantial increases in manufacturing,
trade, transportation, and finence. The
implicté price deflator for privete non-
form buminess ross only 1.9 persent,
pompared with 4.3 percant in 1071; the
averall GNF daflator incressed 3.0
percent. The 1972 ineresses in hath
deflators were the smaliest in 6 yoars.
Preliminary estimates of 1972 gross
antional product by industry of origin,
in current and constant dotlars, appear
in table 1. Gross produot originsting
in sn industry is & meesure of the
industry’s eontxibution to GNP, ie., to
the Nation's total output of goods and
services, An indusiry's gross product,
i{a value ndded {or net cuiput), may ba
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measured as the differevics between the
valuae of the industry’a total output and
the cost of maeterials 2nd business
servicws purchased by the industry.
The same total may aleo b celeulated
by summing tha industry’s payments to
the factors of production {arnployee
sompensation, profits, ste) end its
nonfactor costs {depreciation, properiy
tax, sales tax, ete.).

Changes: It real net outpit

The Jargs size of the net output gain
recorded for the privete nonfarm busi-
ness saohor wea principally due to the
B.7 percent inerease in tmenufecturing
output, which sccounted for 36 percent
of private nonferm oufput last year.
The gain in menofecturing wes the
larprest since 1462 and sbout twice tha
annual average in 1960-70. The 1572
increase in net output of nondurable
geods manufacturing wes the strongest
gince 10556 and was slmost as large &s
the 10 percent increase for durables.
Moreover, nondurables net output had

incrensed 4 percent in 1971, a siznkle
gewn. Particularly large inoreases were
registered in 1972 for foods and hever-
sges, textiles, paper, chemicals, and
rubber and plastice products, refleching
the large pains in both personal con-
simpion ond industtial demend. Net
cutput of the durable goods industrisa
had incressed hitle in 1971 but grew
stonply i 1972, stimuleted by o 14
peroent increese in business equipment
purchases and by sizable invemfory
accumnulation. Aute production, which
had reachad a record in 1971, inoressed
further in 1972, and the vonéinued boom
in housing favored growth in the
atong-clay-glass, lumber, and furnitors
industries.

Net real product in the ather goods-
producing indusivies—agriculiure-
forestry-fisheries, mining, and condracl
construction—declined in 1872, Although
carrent-deollex net output in these in-
dustries incressed substantially, this
waa not reflected in the real ket output

Table 1,~Gross Produet in Current and Constank Dollars and Impligit Pries Deflators, by Industry
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figures since prices of gross outputs
increased more than prices of purchased
inputs. The 1972 gain in output of all
goods-producing industries was 6.5 per-
cent, about the same as the gain in
ageregate real GNF.

After manufacturing, the industry
with the largest 1972 output gain was
communication, an industry noted for
its vigorous expansion. Its increase of
B.2 percent was just about equal to its
average growth rate in 1960-70.

Sharp growth in net output also oc-
curred in 1972 in the trade, transporfa-
tation, and fnance-insurance-real esiate
industries. Trade output, which ac-
counted for about 21 percent of the
private nonfarm sector last year, grew
7.1 percent, considerably above both
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SURVEY OF CURRENT BUSINESS

tha 1971 growth rate and the annual
average for 1960-70. Net output of
transportation industries increased 6.5
percent, more than three times the 1971
gain and about 1% times the annual
average for 1860-70. The finanee-
insurance-real estete industries registered
a net output gain of 6.3 percent, also
considerably larger than both the 1871
increase and the 1960-70 average.

The remaining two industry groups—
serviees, and government and government
enterprises—recorded net output ad-
vances in 1972 smaller than the 6.4
percent increase in aggregate GNP.
Nevertheless, the 5.2 percent increase in
the service industries’ output contrasts
sharply with the rise of only 1.1 percent
in 1971 and the 3.9 percent average for
1960-70. Output growth in 1972 was
considerably larger than in 1971 in
practically all of the service industries;
the largest 1972 increases were in auto
repair, amusements (except motion
pictures), medical and health services,
and business and professional business
services (except legal).

Activity of both the Federal and
State and local governments increased
slightly in 1972, following no change in
the aggregate in 1971. The overall 1972
increase in net output was 2.3 percent
compared with an annual average of 3.8
percent in 1960-70,

Price change

Although the price advance for the
total economy in 1972 was considerably
smaller than in 1971 and more in line
with the 1960-70 average, this was not
the situation in every industry group
(table 3). Price increases in 1972 ranged
from a low of 0.8 percent for manufac-
turing to a high of 17.4 percent for
agriculture-forestry-fisheries.

In the period 1960-70, the deflators
for- the farm and nonfarm sectors of
the private business economy rose at
about the same average annual rates,
24 and 2.3 percent, respectively. In
1971, however, and even more in 1972,
changes in the two deflators diverged
sharply. The 1972 advance in the im-
plicit net output deflator for the farm
sector was the largest sinee 1951: for
the nonfarm sector, the rise was the
smallest since 1966, The imposition of
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controls on nonfarm prices, while farm
prices were largely exempt, caused farm
incomes in current prices to increase
relatively more than those in the non-
farm seetor. Thus, the price of a unit of
gross product rose faster in the farm
than in the nonfarm sector.

Other industries in which price in-
creases in 1972 were larger than in 1071
are electric-gas-sanitary services, and
communieation. The price advances in
these industries and in sertices, trans-
portation, and government exceeded the
2.5 percent rise in the deflator for the
private business economy, and in all
of these industries except iransportation
the 1072 price rise was well above the
annual average for 1960-70.

An industry's contribution to the
increase in the overall price deflator
depends not only on the size of its own
price advance but also on its weight,
i.e., its contribution to total real
product. The industries whose deflators
registered large increases in 1972 are
the relatively minor industries; de-
flators for industries whose weight in
GNP is large, such as manufacturing
and trade, show considerably smaller
increases in 1972 than in 1971.

Unit costs and profits

In the private nonfarm business sec-
tor, prices (the deflator) rose 1.9 percent,
unit labor costs advanced 1.7 percent,
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other unit costs increased by 1.4 per-
cent, and profit per unit of output,
based upon preliminary estimates, in-
creased by about 0.8 percent. This
slight increase in profit margins was
preceded by an increase of 5.4 percent
in 1971, the first gain since 1966. Thus,
increases in compensation and other
costs were partially offset by the large
output increase and productivity gains.

Preliminary 1072 estimates indicate
that unit profit margins in the non-
farm sector advanced more in the
manufacturing industries than in any
other industry. The 1972 unit profit
margins for the communication, and
electric-gas  industries approximated
those for 1971, whila thoss for trade
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and finance-insurance-real estate de-
clined.

The 1972 rise in unit labor costs was
the smallest since 1965. This decelera-
tion stemmed principally from declin-
ing rates of increase in such large
industries as manufacturing, frade, and
Jinance-insurance-real estate. However,
there were marked increases in unit
labor costs in 1072 in two industries,
communication and electric-gas-sanitary
services. Both industries have been gen-
erally noted for having relatively small
increases in unit labor ecosts, but in
1972 their output advances were con-
siderably smaller than their increases
in compensation. Output increased 3.4
percent for the utilities and 8.2 percent
for communication, while compensation
in these industries increased about 11
and 18 percent, respectively. On the
other hand, farm unit labor cost in-
creased 9.9 percent, the largest advance
in more than a decade. While the com-
pensation component for farm gross
product is relatively smaller than for
any other industry, the 1972 prelim-
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inary estimates also show large gains
in proprietor’s income,

The 1972 increase in unit labor costs
in manufacturing was only 0.1 percent
while the rise in nonmanufacturing
industries was 2.6 percent.

Percent Change in Unit Labor Costs
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1. Arithmetle average of the 10 annual pereent changes.

Unit nonlabor costs, reflecting such
overhead items as depreciation, inter-
eat, and indirect business taxes, declined
elightly in the private nonfarm sector.
Decreases were most marked in indus-
tries whose output gains were the
strongest, e.g., manufacturing. Among
the industries where unit nonlabor
costs increased, a rise of 8 percent for
the utility industry was the largest.

Table 3.—Annual Percent Change in |mi1ll|:c|t Dieflators and Unit Labor Costs, By Major

ndustry
Implicit price deflstors | Unit Laboe sasts
:'LF:!;IIIG Change from | Ave Changs from
Al previous year | ann provions year
ch | ehangn
1 i 106070 &

1871 1872 W7 1972
All industries, total (GNP ... 57 4.1 5.0 1| aa 9
ulturs, forestry and fisheriss. 27 1.4 17.4 28| aa 10. 8

1 e A S A Tk e e +1 2.8 E:} L3 7.5 'E“

Contract constrmotlon . ... ... 8.8 a7 i1 .0 g n
T T A R e P S e R e ] I.ﬂ‘r L& B L& B -1
T T e e e e e L1] 7.3 4.3 L1 Y a
T e e R e R R .+J-| B B8 i 50 (R
Electric, pas, nnd eanbtary pervless. ., A is 0.6 Lo 7 7.5
e T P R el e 28 4.5 8 7 3.3 La
Finanee, insuranee, and real estata ., 32 59 1.6 41 (o] 3.1
o e P SR | T SO 48 Ak 5.0 L3 7.4 b.8
Govornment and government enterprises. . .. a4 BB -3 7 PR v O o,

denda: |

Private buslness sector . _ ... .o eenna 2.8 1| 2.5 8 i | 2.8
e e e o p e 48 3| L@ a7 31 LT
L 44 82| 18,5 L7 1.5 el

1. Arithmetle average of the 10 annuasl percent changes.
2. Includes “rost of the world"" and the *resldual®,
4, Data not shown separately but included in totals.

Nore.—Dash lne (..} not appliesbie

Bource; U.H. Department of Commoree, Bureaa of Economie Analysis.




